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these designations are, from the point of view of economics,
incorrect. The continental term is wrong because the house
tax really includes a tax on the site as well as a tax on the
structure. The American term is inexact, because it con-
fuses such entirely distinct taxes as the ground tax and
the building tax, which are governed by different laws of
incidence.

The value of a house, in the ordinary usage of the word,
depends upon the value of the structure plus the value of
the lot. The value of the structure itself is fixed by the law
that governs the value of commodities the supply of which
can be increased at pleasure, that is, in the long run it is
equal to the cost of production, or rather of reproduction.
The rent of the house proper is normally equal to the inter-
est on the capital expended plus an annual sum which, when
capitalized, will be sufficient, after paying all necessary ex-
penses, to replace the capital by the time the house is worn
out. The laws which govern the incidence of taxes on
1 houses or on house rents are, therefore, analogous to those
1 which govern the incidence of taxes on capital or on com-
jpetitive profits. On the other hand, the value of the lot is
fixed in agreement with the general principles of economic
rent, according to which the price paid is measured by the
superiority of situation.1 It would be still more exact to

1 Pantaleoni, Traslazione del Tributi, pp. 208-213, makes a long argument
against confusing economic rent with the rent of a city lot. With him economic
rent means agricultural rent, and is due only to the law of diminishing returns;
while rent arising from situation is not economic rent, but is what he calls surplus
rent (soprareddito). But this surplus rent is simply another name for profits.
Rent proper, he maintains, arises from the fact that the price of agricultural prod-
ucts is the same while the cost of production differs. Surplus rent, or profits on
city lots, arises from the fact that prices differ, while the cost of production re-
mains the same. The English, he thinks, have improved upon the Germans and
French in distinguishing between land rent and ground rent; but have not seen
that ground rent is really not economic rent at all.

In answer to Pantaleoni, it may be said that there is a certain justice in his dis-
tinction, but precisely in the opposite way from that in which he understands it.
It seems arbitrary to confine economic rent to that differential product of the law
of diminishing returns. Ricardo himself saw this and von Thiinen has developed